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South Carolina Electric & Gas Company
Request for Approval of Demand Side
Management Plan Including a Demand Side
Management Rate Rider and Portfolio of
Energy Efficiency Programs

)
)
) SETTLE1VIEXT AGREEMEWT
)
)
)
)

I'his Settlement Agreement is made by and among the South Carolina Office of

Regulatory Staff ("ORS"); Southern Environmental Lavv Center ("SFI.C '); South Carolina

Coastal Conservation League ("SCCCL"); I rank isnapp, Jr. pro se; and South Carolina I'.Iectric

&, Gas Company ("SCE&G" or "the Company" ) (collectively referred to as the "I'arties' or

sometimes individually as a "Party" ).

WIIERI.AS, the Public Service Commission of South Carolina ("Commission') opened

thi» docket to consider SCE&G's Request for Approval of Demand Side Management ("DSlv1")

Plan Including a Demand Side Management Rate Rider and Portfolio of I'.nergy Efficiency

Programs ("Application" ) filed on June 30, 2009. The Application requests that the Commission

(i) consider the results of SCE&G's analysis of potential demand reduction and energy efticiency

offerings ('programs"). (ii) review SCE&G's proposed suite o1 pro rams, and (iii) review an

annual rider ("rider') to allow recovery of SCF&G's costs and lost net margin revenue

associated with its programs along with appropriate incentives for investing in such programs;
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IVHEREAS S.C. Code Ann. $ 58-37-20 states:

The South Carolina Public Service Commission may adopt procedures that
encourage electrical utilities and public utilities providing gas services subject to
the jurisdiction of the commission to invest in cost-effective energy efficient
technologies and energy conservation programs. If adopted, these procedures
must: provide incentives and cost recovery for energy suppliers and distributors
who invest in energy supply and end-use technologies that are cost-effective,
environmentally acceptable. and reduce energy consumption or demand: allow
energy suppliers and distributors tn recover costs and obtain a reasonable rate of
return on their investment in qualified demand-side management programs
sufficient to make these programs at least as financially attractive as construction
of new generating facilities; require the Public Service Commission to establish
rates and charges that ensure that the net income of an electrical or gas utility
regulated by the commission atter implementation of specific cost-eflective
energy conservation measures is at least as high as the net income ivould have
been if the energy conservation measures had not been implemented.

'iVHEREAS. the Commission allowed for public comment and intervention in the above-

captioned docket;

9 HEREAS, SCCCI, SELC, Friends of the I'.arth ("FOE'), Frank Knapp. Jr. pro se,

SCEUC and CMC Steel (collectively 'Intervenors ') made timely requests to intervene;

WIIERI'AS ORS is automatically a party in all dockets opened by the Commission:

%VI IEREAS, SCEB:G, ORS. SCI-.I IC. CMC Steel, SELC. and SCCCI. pre-filed

testimony in this docl et:

XVFIEREAS, the Parties to this Settlement Agreement are parties of record in the above-

captioned docket. The remaining parties of record in the above-captioned proceeding are not

parties to this Settlement Agrccmcnt;

WHEREAS, the Parties have engaged in discussions to determine if a Settlement

Agreement would be in their best interest and in the case of ORS. in the public interest;

XVHEREAS. following these discussions the Parties have each determined that their

interest and the public interest would be best served by agreeing to request approval of the
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Applicati})n a) amenJCJ bolo«: and to nthel' nl;Ittcr) in thc above-c;1ptloncil ci})c unJer th» tenn)

imd conelitinn) )et lot th heh&lv in thi) !)Cttlcnlcnt Ag)rccnlcnt.

1'k;&)'I'Ill}IOIV)r' .&),.')) D ()X&k:RI}&IFI&)'

1. I hc P;u1ics a& rcc to stipulate into the rcc»rd bclorc the ( ommission the direct nr

lvherc ilpphcabl» updated J}rect. rcbutti}l, and )urrcbutt;Il test}mony anJ cvh}hits ol the Iollo«ing&

c} 'ht (I( I « Itnc)sc) «'}the)tlt ol)Icct}on. change. ,'In1endnlcnt oI' cn)))-cxanltn;It}on «'1th th&.'

csccpt}E)n ol ehiulgcs con&p'll', Iblc to lhe)se lh;}t. «oui&I be prcscnteil vla an CI I;lt,'I sheet oI' throu&'h

1} «'Itne)s n})tin}z &a correction con)I)tent « I th th}) y)cttlcnlcnt )& 'I'ccnlcnt.

5('I'. b'. (i A}tnc))c)

1 «1icia I lnvvard

I).cnncth, iackson
..)CI)tt X'&)ilson

d. I);Ivld I'Icl lc)

()R!) « itnc)ses:

Riu&dy (iunn
f. ( hristinit .)c'}le

.') I-: I,( ' ' f)('('(' I. « itne))e)

l)r ),'}&illiii}n!itcinhurst

h, I hc)nIils I,vlc

'I hc Pattie) } rce lh'It ('hri)tin;I!)Calc. 'I'homa) I.yle. Vrillian&. 'itcinhur)t. ;InJ .'icntt &,'&'iis})n aced

not. Ie) 1}ly }n pcr)on i}t thc hcilrnlg unlc)) I'eiluc)tcd by' thc ( onlnl}s)}on.

I hc I itrtles i}&'rcc lh'll thc I olio«'nlg vvttnc)sc) nli}v pre.'Icnt I}& thc (. on)at}))}on a

brief oven ie«ot' I cy terms ol' the .'iettlcruent .&
& reen&ent;Ind a )t;}tement of their support ol the

.)cttlcnlcnt Ag&rccn)cnt In lhc )unulliu'Ie) nl their direct and rcbutt;Il tc)timony that they « ill

prol i Jc at thc helrin in thi) a&titter:
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a. Felicia Howard
b. Kenneth Jackson
c. David Pickles

I hc I,'trtics;tglce th'll rlu other' »vidcnce «ill he otT»red irl the proceedin hi the

Parties other th;tn th» stipuliltcd testimot» and exltibits idetltif led iihov».

Ail I artics reserve thc r'rght t() cond(let r'»du»et ca,'Lttlittati(tlr L)f their «'ltllcss»s. ;ts

Itecess'Lry, itl order tu resporld lo issLl»s rilised hv thc cx'Lltlirl;rtion ol their xvitllesscs. it;tr»'. hv

Ilotl-Pitrties. OI to ilrll flite-filed t»stim()n& .

I he P;irti»s il ree to;lcc»pt:ill au(fit adjustmcttts as put furth hi ()R'. I «itncss

C'hr istin;i Se;LI».

(c The I';rrtics ilgrcc nl;1 nl(. ch'Llllslll that »acorn"lgcs thc ( otllf)illll' tL) pr(ltllot»

cncrgl salin s bi aff(t«i» the C'utttp;tt», via;t riclcr, thc;tbifitl to reculer n»t lost r»(»nues,

rccov»r program costs. ;lnd e;trn iln incenti( c h;ised on energid sal ings cre;(ted hi its pro rams.

7. I hc I ilrtles ilgr'ce this tllechiitllslll «'ill 'ipplv to thl'ee illlllLL(ll l'cl lcvv cvclcs

provided that il' the nlech;lnism is n(tt cvtcndcd;tt the «nd of' l'»ill' "n the r;lt» rider' «'ill rcnlain in

effect s(tf»li to collect Ltnarttortized»ost until such c(&sts are eshaustcil.

Itl;ldtlllllls(1»t'lllg thc nle»hiilllslll. 'ill iillnuill pt'L)ccc(Jltlg I th» 'illa(till l'ccL)l crl

proceeding, or ';ltlnu;tl fllirlg ) «ill h» held «here thc prugr;trlls. Ilet lost revenu»s. progr;tm

c(rsts. irlcentix», n»t progrilm benefits and ((ther itctns ils apprupri;ite «ill b» rcvfc«c(f.

'I'hc P;trties agr»c thilt th» r»vicxv period for th» anrrual recovcrl' proccedirlgs «ill

bc thc period bc innint l)cccmhcr 1st and endin t«el(c months liter on fs'oventber "(0th. I o

the cvtcrlt Ileccssiui. tile ITl()lith ol Novcrllbcl' alii(' b» estimilted and trued-up th» I'olio«ill(' L»;it',

10. The itrlnuill tlltngs «ill ()ccLlf uttder this Agre»Ill»Lit;ts scl forth ltl the chitrt. hclo«'.

I hc April 0IU hst'lbhshrll»tlt iltld Jatluilrv "011 flllllg «'ill he hilscd otl cstlllliltcs ils ilclrlill dirt;l
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v ill be unavailable. The remaining annual filings v ill include true-ups betv een estimated and

actual data.

5CELv(' Filing
l)ate

Program
Year

Annual Recovers Proceeding

April 2010
Lstablishnient

.hin. 2011

.hin. 2012

Ji»1. 013

.Ian. 2011

Program C.'osts

Actual costs through
Oct. 200').
Actual costs Vos. 2009
1hl'oi&gh oct. 010.
I', stiiiu&ted costs for

010.
I'riie-up of' Vov. 2010
costs. Act&Jul pi»gill&»
costs IJCC. 2010
through Oct. 2011.
I'.Stii»;&ted costs fi&r

Vov. 2011

True-up &&I No(. 2011
costs. Actual progrriin

costs l)ec. 2011
thro&&iih Oct. 201
Lslil»i&t»(f cosls for
No(. 2012.
I ru»-up of Vov, 01.
cosls l»1d any olher
1&&le-Lip i»I sea&' 3 it
needed.

Net Lost Revenues

Est&»i»ted lhn&ugh

No(. 2010
I', stin»; ted thn&ugl&

No(. 2011

Esti»1(itc(l lhroL&gh

Vol. 2012. Actual
&tati& L(ill he;&v;&ih&ble

fi&r the 2010
Lstabl ishlncnt pci iod

and year I. A true-up
(& ill occiir for the
2010 Establish»1&. »1

&»rind;ind y«;&r I.
Eslilnillcd thn&li&'h

Ni&v. 2013. Act»;ll
d;ita vvil I b«available
hil («ill' and ll 1&'uc-

u p (& ill oc c &ir.

Act»;il data v& ill be
;&1aihible for scar 3

r»1d a tl'Llc-Lip &vill

OCC LII .

Incentive
I stin&;&t«d through
Nov. 2010
L'stint»ted thn&ug&h

N(iv. 2011

Estii»;&ted tl&n&i&g&h

Noi, 2012. Actual
data &(ill b» ai;&ill&hl» I

for the 2010
I is I'& b I i s1i I» e &11;»1d

&ear l. A true-up L(ill

occur for the 2010
I st &blish»&«nl period
Lind se;Lr 1.
I'Nt in&»ted through
Vov 2013. Actu;&I

I data (&ill be &1;&ill&ble

foi 1 e(u;l&1&J;1 truc-

Lip 1( ill occur.

Actual data 1& ill be
'lvalilable tor Le ir 3

;&nd;1 true-up 1( ill

L& C C Li I .

11. I'he »tech, 'l&1&snl lu&(l lulliual recover( procc«tking& is I urther described helovv.

PRO(:RAM(&

12. I hc Parties ag&ree to recommend that the Commission approve 5CE&c Cps energy

cffi«icncy programs as proposed in the Company's application and described in its testimony as

modified herein.
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I &. SC I&c&CCI Lgrees to prescn1 Ior rex ie«' illld c'orr'tt»c't11. Iix' thc' Aclx'lsorx (irouli

pn&vide'd fcir belc&« it lci«-tn»&i»1&. ' pn& "Ii»11 to bc t»1plc'I'n&'Iltcd in pro}'I"ll» x'c''lr txx&& ot' x c'lr thl'c'&.'.

ltl cfex'eloptng& 1h&.' lo«'-rncol»c' I'&rcigr'»» lot' pl'cse»1&ltrcin cotlsrder&}tron «tll h&.' }'lx'c'n to lo«-

income pro&'r'»»s»urt'entlx Iicin&;tdministered bx' non-utilitx»ntities ariel I'un&fed bx I'cder;tl

dollars. 'I'hc Parties;1& ree th;lt thc 1&ix«-incot»e pro& rani(sl sllall not supphtnt;mx existin& loxe-

irtc&&me pro r;tr» itx&aihtblc to the Companx
's customers but shall c&implement and build on anx

sL}ch prc&grant, Th&.' PILI'tres ct& I e&.' a}1d Llrlclcrs1arlcl th;lt il lo«, '-I}leo»le' pr'ogf;tnl »1Ctx »&it p;lss th&.'

'I'ottl I(»source ('ost I '. t and that such it result sh;tll reit prex nt th impler»cnt;tttorl ol' th

14. As part of' its portl'olio &&f l)&&x I pr&igritms. 5C'I-.'&l(i;rlso se»I s approx&LI of';1

pr&&grn» entrtled "i&Os}dent}ill I:ncrgx Inf&irm;}tron l)rspl;tx. I hrou& h thrs progr trn the ('&impanx

«ill prc&x id» cusuimers xxith;t discounted in-hor»e disphtx xxhich «ill prox ide a xatrictx &it

Ii}»11}cs, rrlcltrdrtl&' thc ctrr'I'c'nt pl'rcc ol c'n&.'I'&'x hc'}n&' constltllc'cl bx thc' &. Or&st}»let tll thctr ho»1».

the cost ol'cner& x used in th» current mc&nth;utd thc' x;lrian»c in cost reliltive to;trr encr& x bud& et.

Aft»I I c'cc lx'trig ( ol»t» }ssrorl alipl ox';ll t&i tntplenlc'nt thr s pr o& I ilr»;tricl pl'Ior t&& nl;tss 111;Lrl&cting to

all rts resrdenttal custortrcrs. 8C L.c&x(i pl;uls to beg&In an In}trill rr»plernent;ttt&&n &&1 thrs l)SKI

pr&i& ritm. T. nder th» initi;tl implenrent;ttion. Lhc C'&&mp;tnx x«ill prox icl»»ertain residential

customers xxith an in-home displitx unit. In order to &obtain;tdditi&&n;tl inl&irniatic&n»on»»min&

thts l)SKI pni«ram. !&C'l-.k(i her»be;tgrccs to c'xp'Loci It. 'i }11111;11 rnlpl&. 'nlc'Iltittrc&ll 1o Irlcludc'

itdditional custor»crs x«ho xvill be selected I'rom th» ('omp;tnx's sr»;tll generiil scrx ice' class ol

customers. B;tsecf upc&n th» results ol th» initi;tl in&plcrnentittion. !sC'I-.d'. (i xxill consider in g&&&&d

I;Lith th» I'c';tsibilitx' &il I'c'tl,'»11in&' an&1 espanclirrg the pn& 'ritm t&& includ» its smitll getter;LI serx:ice

chtss &&f ctistonrers,
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EVALI ATION MEASl;RE)A TENT AND VERIFICATION

15. 'I he Parties agree that no later than thirty (~0) days prior to thc initial date of

making programs available to the public. SCE&G vvill submit an evaluation. measurement and

verification ("EM&V ') plan for its programs and measures to thc Parties for revievv and

comment. The Elil&V plan i&ill set forth industry-accepted program evaluation protocols to

allovv for an accurate determination of program costs and benefits. including a provision that

evaluations be conducted in each progrant year. unless otherwise agreed upon by ORS and

SCE&G. in order to ensure thc sound design, delivery and continuous improvement of programs.

The Elvl&V plan vvill rcflcct an industry-accepted term of measurement and evaluation for each

program. The Parties vvill provide i~rittcn conmicnts concerning the Eivl&V plan to SCE&G

vvithin fifteen da) s of submission of the plan.

16. The Parties agree that the EVI&V plan wiII provide for evaluation. measurement

and verification to be conducted either: l I ) by an independent third part) evaluator selected by

SCE&G at ter rei ieiv with ORS or ('2) at ORS's election and ivith SCE&G's agreement all or part

of the evaluation mav be conducted bv ORS

17. If the Parties;ire unable to agree regarding the proi isions and terms of the Eivl&V

plan, the I'arties agree that any Party may petition the Commission for a hearing to present

testimony regarding the EM&V plan so that the Commission may resolve an) dispute and order

the iinplementation of the EiVI&V plan in accordance vvith the provisions and terms as

determined bv the Cotrunission.

I S. Eivl&V results are due no later than six months after each reporting period. unless

otherwise agreed upon by ORS and SCE&G.
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PROGRAM I COSTS

19. Pursuant to S.C. Code Ann. &58-37-20, SCE&G shall be allowed to recover its

program costs by means of a rate rider which shall be reviewed. and adjusted in each annual

recovery proceeding.

20. SCEB G shall be allowed to defer and amortize into the rate rider calculation all

prudently incurred costs for the programs implemented in conformity with this Settlement

Agreement and the terms of the Commission's order in this proceeding over five years with

carrying costs at the Company s weighted average cost of capital.

NET LOST REVENUES

21. As contemplated by S.C. Code Ann. ss58-37-20, net lost revenues will be

calculated and presented for review and recovery through the rate rider during each annual

recovery proceeding.

22. Net lost revenues are defined as retail revenue losses incurred as a result of lost

retail sales due to SCEB G s new; energy efficiency measures, net of fuel and other variable

operation and maintenance costs.

23. Net lost revenues shall be calculated as follows:

Net Lost Revenues for Each Customer Class

h'et Lost Revenues for Each Customer Class ($) = Pro~~-Related Energy Savings for that Class (kwh) x (average

retail rate by customer class —average fuel component —variable operation and maintenance costs per customer class)

Total Net Lost Revenues

Total Vet Lost Revenues (S) = Summation of the tv et Lost Revenues for Each Customer Class

24. Lntil EMU=V results become available, net lost revenues vvill be based on

projections in the annual filing. After EKE-V results becomes available projected net lost

Page 8 of 21



revenues shall be included in the annual filing and trued-up for thc time period since the last

annual filing with actual net lost revenues.

25. Net lost revenues shall not include interest or carrying costs added to thc

calculation of the Company s annual rider.

26. Recovery through the rate rider of net lost revenues pertaining to a group of

measures adopted by customers in prior program years shall cease upon the implementation ol new

retail electric rates in a general rate case proceeding to the extent that those ncv rates explicitly or

implicitly allow the Company to recover the net lost rcvcnucs associated v~ith the implementation of

those measures in those prior periods.

27. In each annual filing, SCF&G shall set forth the calculations used to derive the

projected and actual net lost revenues.

28. Net lost revenues shall not be recovered through the rate rider for research and

development activities and programs vvhose primary purpose is that of promoting general

awareness and education concerning energy efficiency and not the implementation of specific

measures.

INC F]YTIVF.

29. As authorized by S.C. Code Ann. (58-37-20, and unless othcrvvisc noted in this

Agrecmcnt or agreed to by the Parties, the rate rider shall include a shared savings incentive

equal to 6% multiplied by the estimated net bcnctits of each energy efficiency program

calculated using the Utility Cost Test. A shared savings incentive of 6% for the Company

provides customers vvith 94% of the program net benefits. Thc incentive earned by the Company.

will be amortized over five years without intcrcst or carrying costs and added to the calculation

of the Company s annual rider.

30. Fstimated net program benefits shall be calculated as follovvs:
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Lst. Nct Benefits ($) = NpV[n of units x [( LVVh sat, ings (kiVh:unit) s avoided costs (Sik(uhj) + (kvv savings (kWV unit) x

avoided costs ($1 %)jl utility Program costs (Sj]

NPV = Net Present Value

k%h kilowatt hours

kVV —kilo%sans

31. Actual net program benelits vvi[1 be based on EM&V program sai ing» results that

have been veritied in accordance vvith industry-accepted protocols. and shall bc calculated by

multiplying the verilied kWVh and kilovvatts ( kjV") savings over thc measurement unit's life by

the annual per kiVh and kiter avoided costs used in calculating the initial incentive. subtracting

tile acttla[ year program costs over the measurement unit's lile related to installations in that year

and discounting thc result to present value.

3 . I'hc per k V as oidcd capacity costs and per kXVh avoided energy costs used to

calculate program net benefits for a program year shall be determined annually. Nct present

value calculations veil[ re)lect the Company s cost of capital based on: (I) the most recent

Commission-approved return on equity; (2) the Company's current cost of debt: and (3) the

Company's current debt and equity ratios.

33. Until ELHI&V results become available. the incentive in the annual filings vvi[I be

based on estimated net program benefit using data Irom the South Carolina v[casurcs I.ibrary

when available. After EM8:V results become available. true-ups will occur during the aimual

lilings between the estimated and actual net program benefits so that the incentive ultimately to

be recovered for a given program year is based on the actual net program benefits derived )rom

EM&V results. I he true-up shall include all measurement units»pecilic to the program and shall

l'of the ('ommcrcial and industrial Custom Program, eligihle energy efficiency measures ~ill include measures
beyond those included in thc South Carolina DS%1 Bnergy Savines l.ibrary.
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cover the time period since thc last annual filing. No interest or carrying costs arc allowed for

the incentive true-up.

34. In each annual filing, SCE&G shall indicate for each program for which it desires

an incentive, the calculations used to derive the estimated and actual nct program benefits.

35. Incentives shall not be recovered through thc rate rider for programs related to

research and development activities and programs with the primary purpose of promoting

general awareness and education only and which do not involve the implementation of specific

measures. Thc Commission shall dcterminc whether new demand response programs may

be eligible for an incentive and at what level.

POTI.NTIAL STUDY

36. I'hc Parties agrcc that by November l. 2010, SCE&G will prepare and present to

ORS, SCCCL, SELC, Frank Knapp, and the Advisory Group for review and comment a study of

thc energy efficiency potential for SCE&G's service territory with a forecast review period that

conforms to the Integrated Resource Plan requirements. Upon request, SCE&G agrees to

provide to thc signatories of this Settlement Agrcemcnt all supporting documentation,

assumptions and analysis used in conducting its potential study. The Company will retain a

consultant to prepare the study, which will include estimates of the following:

a. Technical potential which is the theoretical maximum amount of energy use

that could bc displaced by efficiency. disregarding all non-engineering

constraints such as cost-effectiveness and thc willingness of end-users to

adopt thc efficiency ineasures. It is often estimated as a "snapshot" in time

assuming immediate implementation of all technologically feasible energy

saving measures, with additional efficiency opportunitics assumed as they

arise from activities such as new construction.
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h. I&.conomic potential x&hich refers to th» suhs»t of th» technical potenti;il llrat

is»conomically cost-effecti& c iis colrlp;&red t&) col1%'cntional supply-sid»

err& rgy res&turccs. 13&trit tcclrtire;tl;i&id ecortotrlic polerltritl;tl'e tile&)I'ctical

nurnhers thitt itssume irnnrediiitc implementation ot' cf'trciency me;tsures. i&1th

no regard for the gradu;il 'r;unping& up" process ot real-life progriims. In

iidditicin, they i &nore market harri»rs t&&»rrsuring&;icluitl itnplem»ntittion ol

cftlc i»&re&, . Fin;tll&', the& onl& consider th» c&&sts ot' »I'f rcienc& tne;tsures

thclllscl& cs, rgtrot'rlrg ii&1& progriirrlrriallc »osis (e. &'. . 1111rh»trrir&g'. ;irr;&lysis,
itdlrrrrrrstr'i&troll�

) thiit &&'&tufd hc it»cess'try to ciiptirre lh& 111.

c. Achievithle potential xshich is the ilrilotrrlt ol »ncrg&y tts» llr;il elf&et&. ilcI »&&11

reitlisticitlly h» cusp»»ted to displit»e;tssurning th&. most irg&gressi&, e pro& ram

scen&trio possihle (».g. , pi&raiding»nd-users erith p;iynients t'or the entire

incr»i!rental cost of tlrore efficiency ccfuiprrtenth This is ofterr refcrr»d to;is

Initsr rriurn i&chic%"rhl» potenti;il. A»hie&", &hie pot»nti;il t;il cs into;recount real-

i&orld biirri»rs to corn incing»nd-us»rs to;&&&opt ctfrci»rl»y lncasurcs. the trorr-

measure cost~ ot delis erin&' pro&'rants (tor;tdnrinistri'ttion, miirketing. tr;tcl ing&

s) slerrls, &it&i&lit&&ring rind ei 'tluittion. ctc. ). and th» cap;&hi lit & of pro& rams arid

il&fltrr rrrstriilol s lo &tulip irl'i pn)&'r"lln iictrcrty c)eel i&rile.

d. I'rogram potential refers to the effrcicrrc& potenti;il possihle giicn sp»cifrc

progr;irn I'undin& levels;trrd desigrrs. t)f'ten. pn&griim p«tentiitl studies are

referred to;ts "i&chiesa&hie" in contr;ist to "rn, rxirrtum a»hi»i ahl».
"

In effect,

theI »stirn;tt» thc, &chic&,tble potentiitl from it give&1 sct of plogriitlts &i&id

fur&ding. Prog&r;im potential studi»s c;rrr consider scenarios ranging frorrl
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single program to a lull portfolio of programs. A typical potential study may

report a range of results based on different program funding levels.

The cost of the study shall be treated as a program cost subject to recovery under the rate

rider. '1 he Company further agrees to consider and evaluate in good faith the results of

the potential study. after consultation vvith the Advisory Group as described belovv. in its

ongoing review of programs and program modifications.

ADVISORY GROUP

37. SCF&G agrees to establish an energy efficiency advisory group (the 'Advisor&

Group" ), that at a minimum, will meet three times during the first year. and no less than tvvice

per year thereafter over the three-year program term. During the first year, one of the three

meetings ivill review the EM&V plan. '1 he Company ivill prepare the data and analysis required

to alloiv a meaningful and appropriate revievv of its DSM programs and ivill convene the

Advisory Group to revievv and comment on the programs. and to discuss the other matters

indicated below.

38. 1'he Advisory Group shall include ORS and SCE8;G. a representative from

SELC!'CCL. a representative from the South Carolina Small Business Chamber of Commerce as

vvell as a representative from the lovv-income and industrial sectors. Members agree to

participate in the Advisory Group in good faith consistent vvith mutually agreed-upon ground

rules. SCE&G and ORS shall select the initial members of the Advisory Group except that

SELC CCL and the South Carolina Small Business Chamber of Commerce mai appoint its oivn

respective representative.

39. Ihe role of the Advisory Group is to consider and make recommendations to

SCF&G vvith respect to efficiency potential studies. nevv program ideas, modifications to

existing prograins, outreach and education programs and funding. and EMKV plans.
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40. The Advisori Group will review and make recommendations to SCUD.G ivith

respect to periodic status reports on program progress net program ideas and potential markets.

modilications to existing programs, l.'MkV, and revisions or extensions of programs and

incentives.

41. The Advisory Group will review and make recommendations to SCEAG with

respect to forecasted participation levels in measures and programs and forecasted kW and kV'h

savings from measures and programs as those forecasts may be revised and updated from time to

time.

4'2. The Company ivill provide information to the Advisory Group related to its

existing and proposed DSM programs in a transparent manner. The Company agrees to prepare

and present to the group information on its DSM activities including cost participation and

efficiency/savings data at individual program level detail. The Company vvill share information

concerning both impact and process evaluation of programs, including the FivlkV process.

43. At its discretion, the Company may require confidentiality agreements with

members vvho ivish to revicvv confidential avoided cost data or any calculations that could be

used to determine the avoided cost data. The parties acknovvledge the competitive sensitivity of

such information and the appropriateness of preventing its public disclosure.

44. Participation in the Advisory Group shall not preclude any party from

participating in any utility commission proceedings. To ensure the free and open exchange of

information, the parties agree that the advisory process would be considered to be in the nature

of a confidential settlement discussion as to issues related to future DSM proceedings only to the

extent that statements made or information obtained in the advisory process cannot be used as

evidence in any future regulatory or judicial proceedings. However, any member of the

Advisory Group who becomes a party in a regulatory or judicial proceeding may usc information
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and/or documents obtained in the advisory process as evidence in such proceeding if the

information and or documents are also obtained through the course of discovery, informal data

requests. or some other exchange of information outside of the advisory process.

RFPORTS

45. SCE&G agrees to file with its annual incentive recovery filing information

consistent with the direct testimony of ORS witness Randy Gunn as previously pre-filed in the

record of this docket.

46. SCE&G agrees to file a comprehensive report by the end of the second quarter of

the third prograin year or as mutually agreed to by the parties consistent with the direct testimony

of ORS witness Randy Gunn as previously prc-filed in the record of this docket

RF%1AINING TERMS AND CONDITIONS

47. The mechanism for the incentive, costs and net lost revenues calculation and the

Rider to Retail Rates tariff sheet are attached as Exhibit 1 and Fxhibit 2, respectively, to this

Settlement Agreement.

48. SCE&G agrees to file sufficient data in the annual recovery proceedings to

support the calculations of the incentive, program costs and net lost revenues.

49. The 1'arties agree the procedures set forth in this Settlement Agreement shall be

evaluated during the first quarter of 2012 and any proposed changes will be submitted to the

Commission for approx al by the beginning of the fourth quarter of the third year of

implementation.

50. The Parties do not object to the implementation of programs as set forth in

SCF&G's Application, subject to the terms and conditions set forth in this Settlement

Agreement. and agree that all aspects of SCE&G's Application. not otherwise addressed in this

Settlement Agreement, should be approved as filed.
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51 The Parties agree that this Settlement Agreement is reasonable, in the public

interest and in accordance wvith lan and regulatory policy.

52. ORS is charged avith the duty to represent the public interest ol South Carolina

pursuant to S.C. Cod» S~ 58-4-10(H) (Supp. 2008). S.C. Code ss511-4-10(B)(I) through (3) reads

in part as foIIovvs:

'. ..'public interest means a balancing of the follovving:

(2)

(3)

Concerns of th» using and consuming public vvith

respect to public utility services. regardless of the
class of customer:
Fconotnic development and job attraction and
retention in South Carolina; anil
Preservation of the Imancial integrity of thc State' s
public utilities and continued investment in and
maintenance of utility facilitics so as to provide
reliable and high quality utility services.

53 1he Parties agree to cooperate in good faith vvith on«another in recommending to

the Commission that this Scttlemcnt Agreement be accepted and approved by the Commission as

a fair. reasonable resolution of the issues bctvveen them. I he Parties agree to use reasonable

efforts to defend and support any Commission order issued approving this Settlement Agreemcnt

and the terms and conditions contained herein.

This vvritten Settlement Agreement contains the complete agreement of tlte

Parties. 1 here are no otEtcr terms and conditions to vvhicEz thc Parties have agreed. I he Patties

agrei. that this Settlement Agreement vvill not constrain, inhibit or impair their arguments or

positions held in future proceedings, nor vviII the Settlement Agreetnent or any of the matters

agreed to in it b» used as evidence or precedent in any future proceeding. II the Commission

should ilecline to approve thc Settlement Agreement in its entirety, then any Party desiring to do

so may vvithdraxv from the Settlement Agreement vvithout penalty.
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I hi» 'Settlement Agreemcnt shall be cllectitre upon ex»cution ol th» Parties and

shall bc interpreted according to South Carolina laiv fh» above terms and conditions fully

repr»s»nt the agr»»ment of th» I'arties hereto. I herefore. each I'arty acknovvledges its consent

and agreement to this Settl»tn»nt Agreement by afftxing his or hcr signature or authorizing its

counsel to affla his or her signature to this document vvherc indicated helot. Counsel's

signature represents his or her representation that his or her client has authorized th» es»cution of

th» S»ltl»m»nt Agreement. Facsimile signatures and e-mail signatures shall be as etlective as

original signatures to bind any party. This document tnay be signed in counterparts. ivith th»

various signature pages combined ivith th» bod) ol. the document constituting an original and

provable copy of thi» Scttl»ment ¹reement.

[Signature pages to follow)
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WE AGREE:

Representing and binding thc South Carolina Office of Regulatory Staff

Vanette S. Fduurds, Fsq re
Shannon Boiayer Hudson, Esquire
South Carolina Ot5ce of Regulatory Staff
1401 Main Street. Suite 900
Columbia, SC 29201
Phone: (803) 737-0889
Faa: (803) 737-0895
Email nsedhvar arcgstatT. sc.gov

shudsonlrcyegstaff. sc.gov
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WE AGREE:

Representing and binding the South Carolina Coastal Conservation League and the
Southern Environmental I.aw Center

. Hlanding I lolman. I.:sq
Southern Environmental w Center
South Carolina Coastal Conservation League
Post Office Hox 609
Charleston. SC 29402
Phone: 843-720-5270
Fas: S43-720-5240
I.'mail: Hholrnan a. selcsc. org

Gudrun E. I hompson, Esquire
Jill M Tauber. I.squire
Southern Environmental Law Center
South Carolina Coastal Conservation l.eague
200 West I'ranklin St. Suite 330
Chapel Hill. NC 27516
Phone. (919)967-1450
I mail:gthompson:, a:;selene org

jtauber~(4selcnc. org

Page 19 of 21



I AGREE:

air Frunl; Kn;rpp. 1unror, pr
1 1, Genurs grreer

Columbrrr. 61' 9261
P!rune (SG" r 66-2210
Emsrl fLnspp a'knapps encl cons
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WI' A( IREE

I(eprcsenting anil blurting South Ciirolin:i Flectmc rrd (;as Comp:iny

V. ( 11 iil Billgt:ss. I:silllll'c

South (':irolind Flcctric A (3»5 Company
Flail ('nile ('222

20 ()per»(loll W d)
( »sec, 6( 29))33i

I'hone (gi») ".
I
o-9)56

(8r) ) 'I'-8141
I';ix (8()) i I 7-7') 31

I lliail crlfailol, cr scdtlri et!Ill

cli iil Iiiii cs",rr, sciili i.cirrli

Mi(chcll Willonghby, Iisriurrc

Willoughby r)(r Hocfer, I'.h.
I'os( ()f(icc B()x 8416
102? (::ilhoun Street, Suite i02
('olurnbi», S(' r9202-841(r
I'hone. (8033?52-3300
I'ax: (803) 256-8062
Em»ii: mwil)rrui, hby(a)wrlloui, hbyhoefcr. corn

Belton T. /eigler, Esquire
Pope 1eigter, LLC
1411 C)crvais Street, Suite 300
Columbia, South Carol ma 29211
Phone: (803) 354-4949
Fax: (803) 354-4889
Email: bzeig)er~n)popezergler. corn
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Settlement Agreement Exhihit Nn. I

Recovery of DSM Expenses, Shared Savings Incentive and Lost Net Margin
Revenue

1. Overview

This Exhibit provides a description of how Sou1h Carolina Electric k. Gas Company ("SCEkG'
or thc "Company" ) proposes to recover its Deinand Side Management ("DSM") expenses,
shared savings incentive and lost net margin revenue using a rate rider applicable to retail electric
service. As described belovv, the rate rider will consis1 of a charge per kilowatt hour ("KWH")
and will be specifically calculated for each customer class. 1 he rider will be sct at a level
sufficient to recover:

a. DSM program expenses and overheads amortized over five y cars,

b. A shared savings incentive of 6% amortized over five years, and

e. Lost nct margin revenue forecasted to occur as a result of the DSM programs reducing
demand charges and megawatt hour 1".'vIWI I") sales betvvecn each retail electric rate
case.

In establishing the amount of revenue to be recovered under the rate rider, the amount of los1 nct
margin revenue will be forecasted by customer class on an annual basis using data for market
pcilctration for each DS.vf measure. Any difference between the prior year's forecasted ainount
and thc ail'louilt calculated based on actual markc1 penetration and, 'or Evaluation, Measuiiemcnt
and Verification ("Eivi@V") results during the y ear vvill bc reflected as an increase or decrease to
the revenue required to be collected under the rate rider in the prospective rcvievv period.

2. Annual Adjustment

The rates for each customer cliiss Ivill be recalculated and adjusted annually. Each year, on or
about January 31', the Company proposes 1o file the rate adjustments for each customer class
with the Commission. The Company would not implement the proposed adjustments until a1 least
three months after filing to alloxv for public comment and any rcvicvv of the filing that the
Coininlssloll Ililght dccII1 appfopila1e. Tfle Coinpilll &' pi'oposcs that the initial review period run
from the effective date of the rate rider proposed in this docket to November 30, 2010. Thereafter,
the Company proposes an annual revievv period of'December I" through November 30'", provided
that SCEkG must notify the Commission and ORS in writing prior to any change or adjustment
In the review period.



Settlement Agreentent Exhibit No. 1

3. The Regulatory Asset Account for DSM Fxpcnscs.

a. DSM expenses shall include all costs of formulating, administering,
publicizing. delivering, measuring, tracking and analyzing DSM programs,
including administrative and general costs and overheads, legal and consulting
costs. costs of advertising and promotion. training and recruitment costs. costs
of incentives and payments to third parties, costs of resolving or settling
claims and disputes. and other costs related to these programs. SCE&G vvill

create a regulatory asset on its books for DSM expenses ( 'DSM Account" ).
b. As DSM expenses are recogonizcd they vvill be booked as a debit to the DSM

Account.
c. SCE&G vvill credit the DSM account monthly to reflect the 5-year

amortization recovery of covered DSM expenses.

4. Program Cost, Lost Wet Margin Revenue and Incentive Recovery

The DSM expenses. shared savings incentive and lost net margin revenue vvill be calculated
and recovered under the rate rider as follovvs:

a. Calculation of Lost Net Margin Revenue

Lost net margin revenue vvifl be calculated for each prospective revievv period based on the
forecasted level of customer participation in each DSM measure. Lost net margin revenue
vvill reflect the reduction in demand charges and M%VH sales that are calculated to occur as
a result of customer participation in each DSM measure exclusive of the reductions that
vvould have happened in the absence of the measures. The reductions in Metr'H sales vvill
be computed using the data contained in the then-current version of the South Carolina
Measures Library Database (-Measures Database" ) or such successor data source as the
Company may reasonably designate, supplemented as required vvhere data not lound in the
database is needed to make the necessary calculations, all as updated or replaced b& ncvv
EM&V results as they are generated. Margin revenue vvill equal electric revenue by rate
schedule less fuel costs and variable operation and maintenance costs and vvill be
computed on a per KlVH basis.

Lost net margin revenue associated vvith the upcoming period vvill be calculated based on

In ".008 Morgan Marketing Partners ("%1%1P")vvas retained jointlv by SCE8-(i, Duke Energy, Progress
Lnergy and Santee Cooper to develop a "Ivleasures Database" of technologies and building simulations that
vvould provide estimates ot energy and demand impacts related to numerous DSM measures. MMP had
developed a similar DSM !vteasures Database for North Carolina The scope of the vvork included four
iveather stations, ten commercial building types and sixteen configurations of nevv and existing residential
homes. MWIP and its subcontractors. Franl lin Lnergy Services. Integral Analytics Inc. and Building Metrics
Inc. . developed thc Measures Database and %1%1P provided it in its final form to SCFtkG in 2009.
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forecasted participation rates. At the cnd of each reviev period, thc lost net margin
revenue for that review period will be recalculated using actual market penetration data
and updated demand and energy savings data generated as a result of new EM&V results.
In making these recalculations, actual penetration rates will be convcrtcd to reductions in
MWII sales using data contained in the applicable Measures Database or new or updated
EM&V data. Any differences in thc calculation of forecasted lost net margin revenue to
actual will bc reflcctcd as an increase or decrease to the revenue required to be collected
under the rate rider in the prospective review period. The Company will track the
difference between actual lost revenue and forecasted lost revenue in a separate regulatory
asset or liability account.

b. Resetting of Lost Net Margin Revenue

The amounts reflected in the rate rider for lost net margin revenue will bc reset each time
the Company implements ncvv retail electric rates as a result of a general retail electric rate
case. Upon implementation of thc ncm retail electric rates, the charges to bc collected
under thc rider will bc recalculated to reflect the fact that under standard rate making
methodologies thc lost net contribution to margin revenue as of thc cnd of the test period
will be reflected in the new rates being set.

In recalculating the revenue rcquiremcnt to be collected under the rider after new electric
rates are ordered, the existing rcvcnue requirement being collected under the rider will bc
reduced by thc lost nct margin revenue forecasted as of the close of the test year. This
amount will bc calculated to equal the participation rates for DSM measures at the close of
the test period multiplied by the KWII savings pcr participant reflected in the applicablc
DSM Measures Database for that measure.

Additional lost nct margin revenue will occur as new participants arc enrolled in the DSM
programs after the close of the test period. 1 he additional lost net margin revenue will not
be deducted from the revenue requirement to bc recovered through the rider. Adjustments
in the rider associated with the implementation of new retail rates will not change the
schedule for annual reviews of the rider.

e. Calculation of the Amount to Be Recovered by the Rate Rider

Thc amount of DSM expenses, shared savings inccntivc and lost net margin revenue to be
recovcrcd through the rider shall bc computed as follov s.

i. Amortization of DSM Regulatory Asset —SCE&G will amortize,
over five (5) years, the balance held in the DSM Account at the close
of each review period.

ii. Shared Saving Incentive —SCE&G will include an incentive return
computed under the terms of the Settlement Agreement between
SCE&G, the Office of Regulatory Staff and other parties.

iii. Lost Net Margin Revenue - Lost net margin rcvcnue for the review
period, computed as dcscribcd above, and including any adjustment for
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the prior period, i&ill be included in thc revenue requiremeltt to be
recovered.

d. Allocation of I4cvcnuc IZc&luirctncnt

8( Lk(i Rill triicl participation in 11.it&1 pn&gr irni b~ cusR&incr cl;iss. &CI:X(i ivill assign
ilirect 11541 priogran& coiti &&nil lost net niargin rcx cnuc accordingly. (iencral and adrniniitrative
cost~ and other indirect 1151&1 costs ii ill be alloc;itcd i&& customer classes in the iame
proporti&&ni thiit direct costi;irc;illoc;itcd. unless th» C.'ompani identi1iei a specil ic justil ication
to d&& other&&iso. SC'FkCi ~chill also track re«cipts under tlie l)XVI rider bi cuitoiiicr cl;iss. Rider
i&djustmcnts &&'ill be rn;id» based on these, illocations.



SETTLEMENT AGREEMENT EXHIBIT NO. 2

SOUTH CAROLINA ELECTRIC 8 GAS COMPANY ELECTRICITY

RIDER TO RETAIL RATES DEMAND SIDE MANAGEMENT COMPONENT

(Page 1 of 2)

APPLICABILITY

Service supplied under the Company's retail electnc rate schedules is subject to approved Demand Side Management
(DSM) program cost adtustments The rates shown below are applicable to and a part of the Company's South Carohna
retail electnc rate schedules and included in the monthly rate prowsion of the applicable schedule used:n billing and shall
therefore be added to customer's monthly bill statement.

DSM RATES BY CLASS ($/I&wh)

Customer Class DSM Factors

Residential
Small General Service
Medium General Service
Large General Service

0.00026
0.00032
0.00011
0.00003

DERIVATION OF FACTORS

Demand Side Nlanaqement costs to be recovered in an amount rounded to the nearest one-thousandth of a cent per kilowaff-
hour, will be determined by the following formula

A= D/S

A= Customer Class Specific DSM Program Costs Rate Adjustment per kilowatt-hour appl. ed to base rates rounded to
the nearest one-thousandth of a cent

D= DSM revenue requirement for the pened calculated as ( C + L + R )

Where

C= One year of Amortization Expense (based upon the balance of DSM Program Costs at the beginning of
the annual revie'v per. od) plus associated Carrying Costs (calculated using the Company's Weighted
Average Cost of Capital)

Net Lost Revenues for each customer class based on forecasted retail kWh sales reducticns
attribu'. able to DSM programs Revenue lost would be calculated using the average rate per customer
class less the class specific fuel component and vanable 08M. The resulting factor would then be
multiplied by the kWh sales lost for each class of customers This amount will be "trued-up" for the
actual impact on prior year sales

One year of amortization of DSM Program Incentive to be calculated by multiplying the estimated Net
Present Value Benefit of each energy efficiency program as determined by the Utility Cost Test times
6%.

S= Projected customer class specific sales, defined as retail kilowatt-hour sales from each class of customers for the
current penod, less sales from customers who have been approved for opt-out status

The appropriate revenue-related tax factor is to be included in these calculations.

"OPT-OUT" PROVISION

industnal customers as defined in Rate 23 are effgible to opt-out of DSM programs and costs.

Customers wishing to opt-out of DSM programs and recovery of DSM costs shali file a wnting with the Company on a
form prowded by the Company representing that they have already implemented or will be implementing alternative
DSM programs Certifications shall be valid until withdrawn If a Customer should choose to participate in one or
more DSM programs for any account. then such Customer will not be permitted to opt-out of DSM programs and
recovery of DSM costs for that account for a penod of five years

Effective Upon Approval by the

Public Service Commission of South Carolina
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SOUTH CAROLINA ELECTRIC & GAS COMPANY ELECTRICITY

RIDER TO RETAIL RATES DEMAND SIDE MANAGEMENT COMPONENT

(Page 2 of 2)

3 Customers who opt-out but later elect to participate in one of the Company's programs may do so upon application
to the Company. If acceptable to the Company, the Customer may participate in the Company's programs, but may
not apply to opt-out again for a penod at least as long as the amortization penod.

Since DSM charges are included and a part of retail rates, customers qualifying for the opt-out provision shall receive the
following DSM Credit on their monthly bill statement

DSM Credit = Billed kWh times the applicable DSM Rate*

The DSM Rate shall be as shown in the above table for the schedule applicable to Customer's monthly bill

DEFINITIONS

Annual Review Penod - The penod of time between December 1 and November 30

2 Amortization Penod — The five-year penod of time which the Company's DSM measures, program costs and incentive
are deferred and amortized

Customer Class - The Company's classification of customers based on similar energy usage charactenstics. These
are defined as follows

Residential:
Rate 1 (RGC) —Good Cents Rate, Rate 2 —Low Use Residential Service, Rate 5 - Residential Service Time-of-Use, Rate
6 (RGCC) —Energy Saver / Conservation Rate, Rate 7 —Residential Service Time-Of-Use Demand, Rate 6 —Residential
Service

Small General Service:
Rate 3 (M) —Municipal Power Service, Rate 9 —General Service, Rate 10 —Small Construction Service, Rate 11 —lrngation
Serwce, Rate 12 (C) —Church Serwce, Rate 13 (ML) —Municipal Service, Rate 14 —Farm Service, Rate 16 —General
Serwce Time-Of-Use, Rate 22 (S) —School Serwce, Rate 28 —Small General Service Time-Of-Use Demand

Medium General Service:
Rate 19 —General Serwce Concurrent Demand Time-Of-Use, Rate 20 —Medium General Service, Rate 21 —General
Service Time-Of-Use Demand, Rate 21A —Expenmental Program —General Service Time-Qf-Use Demand

Large General Service:
Rate 23 —lndustnal Power Service, Rate 24 —Large General Service Time-Of-Use, Rate 27 - Large Power Service Real
Time Pncing (Experimental)

SALES AND FRANCHISE TAX

To the above will be added any applicable sales tax, franchise fee or business license tax which may be assessed by any
state or local governmental body

PAYMENT TERMS

All bills are net and payable when rendered

TERM OF CONTRACT

The contract terms will be the same as those incorporated in the rate tanff under which customer receives electric service

GENERAL TERMS AND CONDITIONS

The Company's General Terms and Conditions are incorporated by reference and form a part of this nder.

Effective Upon Approval by the

Public Service Commission of South Carolina



BEFORE

THE PUBLIC SERVICE COiIRIISSION

OF SOUTH CAROLINA

DOCKET NO. 2009-261-E

IN RE:

Application of South Carolina Electric A Gas
Compan& for the Establishment and Approval
of DSII Programs and Rate Rider

)
) CERTIFICATE OF
) SERVICF
)
)
)

l his is to certify that I. Chrystal I.. Iv1organ. have this date served one (I) copy of the

SETTLEMENT AGREEiiiIENT in the above-referenced matter to the person(s) named beloiv by

causing said copy to bc deposited in the I nitcd States Postal Service, Iirst class postage prepaid and

aftixed thereto, and addressed as shovvn helot:

Belton T. Zeigler, Fsquire
I.ee E. Dixon, Esquire

Pope Zeigler, LLC
Post Office Box 11509
Columbia, SC. 29211

K. Chad Burgess, Senior Counsel
Catherine D. Taylor, Senior Counsel

South Carolina Electric &, Gas Company
MC C222

220 Operation Way
Cayce. SC, 29033-3701

Robert Guild, Esquire
314 Pall Mall Street

Columbia, SC, 29201

Damon E. Xenopoulos, Esquire
Brickfield Burchette Ritts &; Stone, PC

1025 Thomas Jefferson Street, NW
8th Floor - West Towner

Washington, DC, 20007
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